This paper focuses on the post-war process of creation of a global trading system and integration of world trade. As the former came into being, multilateral trade liberalization became an on-going feature of the global economy facilitating international trade, consequently importance of international trade in the global economy increased dramatically. Since the mid-1980s, mindset of policy makers in the developing economies regarding trade policy began changing in a discernible manner. The high-and middle-income developing economies liberalized their trade policy regimes and tried to integrate with the global economy. Several developing economies were highly successful in integrating with the global economy through trade. The change in the mindset of policy mandarins was clearly visible during the Uruguay Round and the on-going Doha Rounds of multilateral trade negotiations. Although the industrial economies were the primary beneficiaries of the multilateral trade liberalization in the past, for the developing economies trade, particularly trade in manufacturing goods, went on increasing monotonically. The kaleidoscope of global trading system turned several times and international trade has enormously expanded over the preceding half century, which in turn contributed substantially to global integration through trade, albeit in a selective manner.
Introduction
The kaleidoscope of global trading system turned several times and international trade has enormously expanded over the preceding half century, which in turn contributed substantially to global integration through trade, albeit in a selective manner. The first focus of this paper is the liberalization and globalization of trading system. The second focus is the changing pattern of world trade and its growing integration. Some trade analysts have drawn attention
to the "interesting riddle in international macroeconomics", that is, despite advances in The structure of this paper is as follows. Section 2 focuses on the global trading system, while Section 3 on the trends in liberalization of trade policy. Changing trade patterns and growing integration of world trade has been elaborated upon in Section 4. In Section 5, which is a large section, I try to establish the trade and globalization nexus. The last section concludes.
Evolving Global Trading System 2
At the end of the Second World War, interest, enthusiasm and commitment to trade liberalization was exceedingly high among the major trading economies of the world. In 1946, even before the International Trade Organization (ITO) charter 3 was approved, 23 of the 50 participants of the Bretton Woods conference decided to launch negotiations with an objective to reduce tariffs and bind them. 4 These economies were eager to give an impetus to trade liberalization and to "begin correcting the legacy of protectionist measures" which were in place since the early 1930s.
An attempt was made to create an ITO under the Havana Charter, which was negotiated in 1947. 5 It was intended that the ITO would join hands with the two Bretton Woods institutions. All the countries that signed the Havana Charter did not ratify the creation of the ITO as a supranational organization. The United States (US) Congress had strong reservations against several Articles of Agreement of the ITO. It was perceived by the US Congress as an organization having too many teeth. It was also felt that the ITO's authority was spilling beyond international trade. As the ITO was stillborn, the General Agreement on
Tariffs and Trade (GATT) was created in its place. The Protocol was signed on 30 October 1947 and the GATT entered into force on 1 January 1948. The Protocol of Provisional Application of the GATT was signed by 23 countries. These original "Contracting Parties"
(or CPs) were: Australia, Belgium, Brazil, Burma, Canada, Ceylon, Chile, China, Cuba, the Czechoslovak Republic, France, India, Lebanon, Luxembourg, Netherlands, New Zealand, Norway, Pakistan, Southern Rhodesia, Syria, South Africa, the United Kingdom, and the United States of America. 6 The GATT expanded with the passage of time and continued to exist and function as a residual organization. 7 It became the only multilateral instrument governing international trade, performed its duties between 1948 and 1994. 8 It was created as a specialized agency of the United Nations and provided the rules for much of the global trade, albeit for all those 47 years it remained a provisional agreement and organization.
The GATT worked as a well-established supranational organization and presided over periods that saw some of the highest growth rates in global commerce. Since 1995, the World Trade Organization (WTO) is-as the GATT was during its life span-the only multilateral serious opposition came from the United States (US) Congress, although the US Government was one of the principal driving forces and was trying to champion the cause of free trade. 4 Tariff binding implies commitment not to increase a rate of duty beyond an agreed level. Once the rate of duty is bound, it may not be raised without compensating the affected trade partners. 5 See The Final Act of the United Nations Conference on Trade and Employment, published by the Economic and Social Council of the United Nations, in 1947. 6 As the GATT was an inter-governmental agreement, not an international organization, participants were called Contracting Parties or CPs. It was incorrect to call them members. 7 At the time of its inception, the General Agreement on Tariffs and Trade (GATT) was signed by 23 countries, which included 12 industrial and 11 developing economies. Subsequently three developing economies withdrew. As it was an inter-governmental agreement, the GATT was not a legal entity. The European Union (EU) and Japan were in favor of a "soft" agreement covering trade in services and maintained constant pressure during the Uruguay Round for achieving this objective, while the developing countries en masse were against the formation of the GATS.
The dominant cause of their opposition was the realization that they did not have comparative advantage in trade in services. As opposed to this, the industrial economies were perceived by the developing economies as having strong comparative advantage in this area of trade. The industrial economies overwhelmingly dominated global trade in services. Although not all, majority of the traded services tended to be technology-intensive and/or human-capital intensive. Therefore, dominance of industrial economies in this sector of multilateral trade was natural. However, some developing economies did enjoy comparative advantage in labor-intensive services like construction, data processing and software designing. They could be expected to gain from trade liberalization under the aegis of the GATS.
In trade economics, the two expressions, namely, the GATT-1947 and the GATT-1994 GATT-1947 . By creating a GATT-1994 they agreed to create a Single Undertaking, applicable to all. This was a pragmatic plan. All the members of the WTO only had to sign the GATT-1994, in lieu of GATT-1947 together with all of its subsequent amendments (Milner and Read, 2002 ).
An unprecedented 124 countries formally adopted the Marrakesh Agreement in 1994. restrictions, non-tariff and barriers (NTBs). They deliberate over the global trading rules and change them whenever they consider it necessary. The last-named exercise is done within the context of formal multilateral rounds of negotiations (Das, 2001a) .
11 They are also a permanent feature of the WTO website. There are important microeconomic implications of trade liberalization and relaxation of restrictions, which lead to spread of economic activities. Fujita et al (1999) have posited a spatial theory of trade liberalization. 13 According to them trade liberalization triggers a chain reaction that catalyzes the growth of secondary and tertiary economic activities in a city, a region and beyond. Consequently costs falls and output rises, attracting more firms in the same or related areas. A chain reaction is set in motion, with one stage of development reinforcing the next stage. As more firms are set up or move in, an agglomeration of economic activities is created. As exports rise, these agglomerations become more successful.
Average costs for the firms in the agglomeration further decline and profits rise, providing further impetus to expansion. Output expands further stimulating expansion of agglomeration. Responding to the needs of end products producers, intermediate input producers and non-tradable services producers set up new businesses, giving greater impetus to the process of agglomeration expansion (WDR, 2000) . New intermediate inputs make production more efficient in the agglomeration, lower the costs of production and enhance the profitability of the end product producers. They also raise quality standards. This cycle continues until it covers the region and then goes beyond. More businesses are attracted until the agglomeration becomes saturated or congested. The expansion cycle stops when the infrastructure becomes a constraint and costs begin to rise. When a successful agglomeration stops its growth in this manner, it provides an impetus to another one in the same region.
Changing Trade Patterns and Growing Integration
During the 1950-73 period, an unprecedented acceleration took place in global merchandise trade, exceeding 8 percent a year in real terms. The large beneficiaries of this trade expansion were the industrial economies. Six Rounds of MTN under the aegis of the GATT had contributed to this brisk growth. 14 The next decade-and-a-half (1973) (1974) (1975) (1976) (1977) (1978) (1979) (1980) (1981) (1982) (1983) (1984) (1985) (1986) (1987) (1988) (1989) (1990) Second, the striking recent developments in the export pattern of the developing economies have significant ramifications. The most important one is reduction in the volatility of export revenues.
16 GTAP or Global Trade Analysis Project is a modeling framework which is designed to facilitate quantitative analysis of policy issues. Developed from the GTAP project established in 1992, it has been widely used to examine such issues as the impact of the Uruguay Round and future pattern of global trade. GTAP captures linkages within economies and among them by modeling the economic behavior and interaction of producers, consumers and governments. It is therefore possible to trace implications of a policy change like tariff cuts to other parts of the economy as well as other regions and economies in the model. Within GTAP consumers are assumed to maximize utility and producers to maximize profits. Markets are assumed to be perfectly competitive. There are constant returns to scale. Different regions and economies are linked in the model through trade. Some of these assumptions mean that the gains from trade liberalization will typically be understated. One such assumption is constant returns to scale.
As supply-side improvements became standard features of their economies, the developing economies, particularly the emerging market economies, gradually increased their exports to industrial economies. The GATT framework and discipline helped the NIEs and other emerging market economies in this endeavor. Consequently, many industrial economies in the EU and the US found that their merchandise imports exceeded their merchandise output (Das, 2001; Feenstra, 1998) . This led to increased competition in merchandise product markets in the industrial economies. The composition of exports from the NIEs underwent a rapid transformation. They became exporters of engineering and medium-technology goods in the 1980s. India and the NIEs from Latin America fell in this category. By 1990, China also became a successful and large exporter of medium-technology products to the developing and industrial economies. The production of high-technology products like electronics, electrical goods and information technology (IT) related products from the NIEs in East and Southeast Asia increased substantially during the decades of the 1980s and 1990s.
These NIEs acquired comparative advantage and an impressive competitive edge in hightechnology products and, therefore, became competitive in several product lines in the industrial economy markets.
Globalization was a tangible benefit of (i) liberalization and (ii) supply-side economic improvements for a sub-group of developing countries. Many low-income developing economies failed to participate in growth-inducing and potentially poverty-reducing benefits of trade liberalization, and also were not able to integrate with the global economy at all.
Research into the pace of integration with the global economy came up with interesting results. A sample of 93 developing countries was divided into rapid, moderate and slow or weak integrator with the global economy. Results show that only one out of twenty-eight socalled least developed countries in the sample fell in the rapid integrator category, while only seven more were moderate integrator. Thus, the majority of the poorest countries --those most in need of the spur to growth that trade and global integration can provide --were left behind in the race towards effective participation in the global markets. Their share in the global trade declined steadily, from 0.8 percent to 0.4 percent between 1980 and 1997 (WB, 2000 . This sub-group of economies is not only not globalizing but is making a retrograde motion. Contrary to the performance of this group, high-and middle-income developing economies did a laudable task of integration with the global economy Reluctance, or inability, in participation in the Rounds of MTNs had its cost for the developing economies. They found that had painted themselves into a corner and that they could not prevent the industrial economies from taking trade in textiles and apparel out of the GATT system. Once it was outside the GATT regulations, the industrial countries were free to use quotas to restrict imports of textiles and apparel into their markets. Several developing economies had comparative advantage in producing and exporting textiles and apparel.
Trade and Globalization
Similarly, trade in agriculture was kept out of the ambit of the GATT discipline until the Uruguay Round . Being reluctant MTN participants as well as small trading countries in terms of volume of trade, the developing countries found that they just had to put up with the trade regulations that were skewed against their exportable lines of products. The developing economies bore a large share of responsibility for the world trading system being tilted against them (Srinivasan, 2002) . have historically benefited from cheap and subsidized agricultural products. Majority of these economies are in sub-Saharan Africa. As the current scenario indicates, reduction in subsidies will take a good deal of time and efforts from the developing economies, because the industrial economies have taken a well-entrenched stand on this issue. But it is well worth their while because it will surely help them in the medium-term to enhance their exports in areas where they have comparative advantage and in their desire to globalize.
Empirical Evidence of Globalization in Trade
Some analysts have drawn attention to the fact that despite advances in technology and For analysis in the area of international trade, use of empirical gravity models has become so widespread that these models have earned the sobriquet of "workhorse of international trade".
While gravity models explain cross-country trading patterns exceedingly well, they reveal no evidence of globalization causing a decline in the costs of trade. Such results are odd, counterintuitive and highly implausible.
The results of various gravity model exercises that estimated distance coefficient yielded stable distance coefficients over time. As noted above, this does not seem plausible because distance between two trading economies is taken as a proxy for all the trade related costs in the traditionally estimated gravity models. These costs have putatively declined to a great extent over the last quarter century. If the globe is shrinking because trade related costs are declining, this should be reflected in the results and the estimated distance coefficients should fall in value. Although attempts have been made to explain this oddity in results, explanations do not seem convincing. 18 The gravity model has been extensively used in empirical trade research. Its foundation lies in Newtonian physics. It comprises a single equation, postulating that the amount of trade between two countries depends positively on economic mass and negatively on resistance. In its simple form, the gravity model relates bilateral trade between countries during a given time period to the economic mass of the two countries and the distance between them. Over time, the gravity model of trade has been elaborated to incorporate a wide variety of other factors. It reveals that countries that are closer to each other (less distance) and more similar in terms of historical and cultural factors are better integrated through trade in goods and services. 
Empirical Evidence of Globalization in Goods Market
Measuring integration in goods market is a relatively easy exercise and has been attempted by several scholars. 
Regional Differences in Trade Integration
While it is acknowledged that a group of developing economies has become well integrated showed maximum gains. The most important conclusion of this exercise is that in three regions (namely, the Middle east, North Africa and South Asia) undertrading remained a serious problem. These three country groups have not been able to remove the above-average level of artificial barriers to trade in their policy and institutional environment, consequently they have been able to manage only a weak integration with the global trading system.
Conclusions and Summary
After Their estimates indicated that declining importance of geography, which stood for a spurt in globalization for the decade of the 1990s. The diminishing importance of geography is logically consistent with the phenomenon of globalization. Exercises that focused on the prices of goods across markets concluded that goods market integration increased considerably over the 1990-2000 period. Downward trends were observed in standard deviation of price differences for two-city pairs. Also, higher distance, proxied by higher transport costs, contributed to lower goods market integration. It was observed that the greater the distance between countries the smaller the trade between them. As opposed to this, in the price-based approach the distance variable consistently had a positive coefficient signifying that the price dispersion for identical products-which stands for lack of market integration-tends to increase with distance.
